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1 ACCOUNTING EXAMINING BOARD Accy 1.101

Chapter Accy 1
RULES OF CONDUCT

Subchapterl — Applicability Accy 1.205 Accounting standards.

Accy 1.001  Applicability. o .

Accy 1.002  Application of rules of conduct to certified public accountants andSubchapter IV — Responsibilities to Clients
public accountants who operate a separate business. Accy 1.301  Confidential client information.

Accy 1.302 i f issi ferral fees.
Subchapter Il — Independence, Integrity and Objectivity cey 1.302  Contingent fees, commissions and referral fees

Accy 1.101  Independence. Subchapter V — Other Responsibilities and Practices
Accy 1.102  Integrity and objectivity Accy 1.401 Acts discreditable.

Accy 1.103  Disclosure of interest. Accy 1.402  Advertising or other forms of solicitation.
Subchapter 1ll — Competence and Echnical Standards Accy 1.404  Incompatible occupations.

Accy 1.201  General standards. Accy 1.405 Form of practice and name.

Accy 1.202  Auditing standards. Accy 1.406 Practice while suspended.

Accy 1.203  Accounting principles. Accy 1.407 Communications.

Accy 1.204 Other technical standards. Accy 1.408 Ownership requirements.

History: Chapter Accy 1 as it existed on June 30, 1974 was repmaded new (a) Duringthe period of a professional engagement, or at the
ChapterAccy 1 was created, Registdune, 1974, No. 222 fettive July 1, 1974. time of expressing an opinion, the certified public accountant or
public accountant or the firm:

1. a. Had or was committed to acquire dirgct or material

Accy 1.001 Applicability. (1) A person licensed to prac indirectfinancial interest in the enterprise; or N
tice as a certified public accountant, or public accountant, as P- Was atrustee of any trust or executor or administrator of
definedin the statutes, may be held responsiblectanpliance any estate if such trust or estate had or was committed to acquire
with the rules of conduct by all persons associated with him or [l direct or material indirect financial interest in the enterprise;
in the practice opublic accounting who are either under his or hé& o o )
supervisionor are partners or shareholders in the practice. 2. Had any joint closely held busineissestment with the

(2) A person licensed to practice as a certified public aceouff)terpriseor any oficer, director or principal stockholdémereof
ant, or public accountant, as defined in the statutes, shall not ppich was material in relation to the certified public accourgant
mit others to carry out on his or her behalf, either with or witho@f Public accountars’or the firms net worth; or

Subchapter| — Applicability

compensationacts which, if carried out by him or havould 3. Had any loan to or from the enterprise or afigef, direc

placehim or her in violation of the rules of conduct. tor or principal stockholdethereof. This latter proscription does
History: Cr. RegisterJune, 1974, No. 222,fe7-1-74; correction made under not apply to the following loans from a financial institution when

s.13.93 (2m) (b) 1., Stats., Registfarch, 1993, No. 447. madeunder normal lending procedures, terms and requirements:

o __— a. Loans obtained by eertified public accountant or public
Accy 1.002 Application of rules of conduct to certi accountanbr the certified public accountastr publicaccoun

fied public accountants and public accountants who o £ ; e ‘
operate a separate business. (1) A person or firm licensed tant’s firm which are not material in relatido the net worth of
gchborrower

to practice as a certified public accountant or public accountan

asdefined in thestatutes, who operates a separate business which b- Home mortgages.

offersto clients one or more types of services rendered by certi c. Other secured loans, excégans guaranteed by a certified

fied public accountants or public accountastsonsidered to be public accountans or public accountarstfirm which are other

in the practice of public accounting in the conchfdhat business. wise unsecured.

In this case, all persongth ownership equity in the business are (b) During the period coverday the financial statements, dur

requiredto observe the rules obnduct in the operation of the seping the period of the professional engagement or at the time of

aratebusiness. expressingan opinion, the certified public accountant or public
(2) Certified public accountants and public accountants whaccountantor the firm

are not otherwise in public practice mugiserve the rules of con 1. Was connected with the enterpriseaagromoterunder

duct in the operation of their business if they hold themselves aufiter or voting trustee, a director officer or in any capacity

to the publicas certified public accountants or public accountangguivalento that of a member of management or of an employee;

andatthe same time &dr clients one or more types of servicegr

renderedby certified public accountants or public accountants. 5 \\gs a trustee for any pension or profit-sharing trutef
History: Cr. RegisterJune, 1982, No. 318,fe7-1-82. .

enterprise.
Subchapter Il — Independence, Integrity and 3. The above examples are not intended to be all-inclusive.
Objectivity ’ (2) Interpretationsof s. Accy 1.101, not intended to be all-

inclusive,are as follows:

Accy 1.101 Independence. (1) A person licensed to (&) Honorary diectorships and trusteeship&ertified public
practiceas a certified public accountant or public accountant, @scountantsand public accountants are often asked to lend the
defined by the statutes, or a firm of which the certified publi@restigeof their names to not—for—profit ganizations thalimit
accountanbr public accountant ia partner or shareholdeshall their activities to those of a charitable, religious, civic or similar
not express an opinion on financial statements of an enterpritureby being named as a director or a trustee.
unlessthe certified public accountaat public accountant and the 1. A certified public accountant or public accountant whe per
firm are independent with respect to such enterprise. Indepaenits his or hemame to be used in this manner and who is associ
dencewill be considered to be impaired if, for example: atedwith the financial statements of theganization would not
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be considered lacking in independence under s. Accy 1a801  a. The certified public accountant or public accountant must
long as: not have any relationship or combinationrefationships with the
a. The position is purely honorary client or any conflict of interest which would impair his or her

b. The position is identified as honorary in all letterhezmts  Ntegrity and objectivity o o
externally circulated materials in whiclthe certified public b. The client must accept the responsibility for the financial
accountanbr public accountant is named as a director or trustestatementss his or her own. A small client may not have anyone

c. The certified public accountamr public accountant in his or her employ to maintain accounting records and may rely
restrictsparticipation to the use of his or her name, and on the certified public accountant or public accountant for this

d. The certified public accountant or public accountant doggrposeNeverthelless’, thelient must be sfitiently knowledge
notvote or otherwise participate in management functions. ableof the enterpriseg’activitiesand financial condition and the

. - S ) . applicableaccounting principles so that he or she can reasonably
_ 2. Itis the intent of the board thaganizations to whickertr 5 0cenigich responsibilitincluding, specificallyfairess of val
fied public accountants or public accountants lend only the pregsyiion ang presentation and adequacy of disclosure. When neces
tige of their name will have siigiently large boards of directors

or trustees to clearly permit the certified public accountant or ary,the certified public accountant or public accountant must dis
- rly per -d pub . PU-liss accounting matters with the client to be sure that the client has
lic accountant tdimit his or her participation consistent with

restrictionsin subd. 1. the required degree of understanding.

(b) Retired partners and firm independenck retiredpartner c. The certified public accountant or public accountant must

havinga relationship of a type specified in rule s. Accy 1.101 WitrﬁOt assume }he role of employee or of malnagﬁment Q?ngm%%

a client of his or her former firmwould not be considered as®Perationsof an enterprise. For example, the certified public
impairing the firm's independence with respectthe client pre accountanbr public accountant shall not consummate transac
vided that he or she is no longer activetiie firm, that the fees tions, have custody of assets or exercise authority on behalf of the
receivedfrom such client do not have a materideef on retire client. The client musprepare the source documents on all trans

mentbenefits and that he or stsenot held out as being associate@Ctions in suficient detail to identify clearly the nature and
with the former partnership amountof such transactions and maintain an accounting control

(c) Accounting servicesl. Certifiedpublic accountants and over data processed by the certified public accountant or public

g A - . ; accountansuch as control totals and document counts. The certi
public accountants in public practieee sometimes asked to pro

id | d bookkeeni d .- “fied public accountant or public accountasitould not make
vide manual or automated bookkeeping or data proces®Rg yangegn such basidata without the concurrence of the client.

vicesto clients who are of insfifient size to employ an adequate d Th ified oubli tant bli tant. i
internalaccounting st&f Computer systems design and program__ 8- 'Ne certiied publi@ccountant or public accountant, in
aking an examinatiorof financial statements prepared from

ming assistancare also rendered by certified public accountan X =TS
J y b EE oksand records which he or she has maintained completely or

andpublic accountants either in conjunction with data processi part, must conform to generally accepted audisapdards
servicesor as a separate engagement. Certified public accountants <’ * d audisiemdards.
b 9ag b efact that he or she has processed or maintained cestairds

and public accountants who perform such services and who 0 e .
engagedn the practice of public accounting are subject to tH#P€snot eliminate the need to makefsiént audit tests.
rulesof conduct. 6. When a cliens securities become subject to regulabign

2. On occasion, certified public accountants anublic the securities an@xchan.ggl commission or other federal or state
accountantslso rent “block time” on their computers to their cli "égulatorybody responsibility for maintenana# the accounting
entsbut are not involved in the processing of transactions or-maf§cords.including accounting classification decisions, mist
taining the clients accounting records. In such cases, theafale@ssumedy accounting personnel employed i client. The
block time constitutes a businesagther than a professional rela assumptiorof this responsﬂ_:nhty must commence with the first
tionship and must be consideregjether with all other relatien fiscal year after which the cliestsecurities qualify for such regu
shipsbetweerthe certified public accountant or public accountar@tion.
and client to determine if their aggregate impact is such as to(d) Effect of family elationshipson independenceRule of
impair the certified public accountastor public accountarst’ conducts. Accy 1.101 proscribes relationships which impair a
independence. certified public accountars’orpublic accountard’independence

3. When a certified public accountant or public accountattroughdirect financial interests, material indirect financial inter
performsmanual or automated bookkeeping services, conce#fts,or other involvements. Relationships which arise through
may arise whether the performance of ssefvices would impair family bloodlines and marriage give rise circumstances that
his or her audit independence, that the performance of such b&8y impair a certifiecoublic accountars’or public accountarst’
accountingservices would cause the audit to be lacking in iBdependence.
review of mechanical accuracy or tht&e accounting judgments  (dg) Financial and busines®hationships ascribetb the cer
madeby him or her in recording transactions may somehow liéied public accountant or public accountarit.is well accepted
lessreliable than if made by him or her in connection with the suthat the independence of a certified public accountant or public
sequengudit. accountantmay be impaired by the financial interests and-busi

4. Certified public accountants and public accountants anessrelationships of the certified public accountardr public
skilled in, and well accustomed, applying techniques to controlaccountant'spouse, dependent children, or any relative living in
mechanicahccuracyand the performance of the record—keeping common household with or supported by the certified public
function should have no ffct on application of such techniquesaccountanbr public accountant. The financial interests or-busi
With regard to accounting judgments, if third parties hawefi-  nessrelationships of such famjlgependents or relatives in a-cer
dencein a certified public accountastor publicaccountang tified public accountard’ or public accountarst’ client are
judgmentin performing an audit, it idifficult to contend that they ascribedto the certified public accountant or public accountant;
would have less confidence where the same judgment is appli@dsuchcircumstances the independence of the certified public
in the process of preparing the underlying accounting recordsaccountantor public accountant or his or her firm would be

5. Nevertheless, a certified public accountant or publif'pairedunder s. Accy 1.101.
accountantperforming accounting services for an audit client (dm) Financial and businesselationships that maye
must meetthe following requirements to retain the appearan@scribedto the certified public accountant or public accountant.
thathe or she is not virtually an employee and therefore lackik@mily relationships may also involve other circumstances in
in independence in the eyes of a reasonable observer which the appearance of independence is lacking. Howier
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notreasonable to assume that all kinships, per se, will impair the(e) Meaning of term “normal lending pcedues, termsand
appearancef independence since some kinships ared¢omte. requirements’ Subsection (1fa) 3. prohibits loans to a certified
The following guidelinesspecify the déct of kinship on the public accountant or public accountant from a client except for
appearancef independence: certainspecified kinds of loans from a client finandradtitution

1. A presumption that the appearance of independincevhenmade under “normal lending procedures, terms and require
impairedarises from a significarfinancial interest, investment, ments.” The certified public accountant or public accountant
or business relationship by the following close kin in a certifiefould meet the criterigrescribed by this rule if the procedures,
public accountans or public accountarg’client: non-dependent termsand requirements relating to the lae reasonably compa
children, brothers and sisters, grandparents, papaments—in— rableto those relating to loans of similar character committed to
law, and the respective spouses of any of the foregoing. otherborrowers during the period in which the loan to the certified
public accountant opublic accountant is committed. Accerd
ingly, in making such comparison and in evaluating whether the

an was made under “normal lending procedures, terms and
equirements,'the certified public accountant or public acceunt
impairedwith respect to the cliesince the kinship is so close. Inantshould consider all the circumstances under which the loan

addition, financial interests held by close kin may regulin indi wasgranted including: . .
rect financial interest being ascribed to the certifipdblic 1. The amount of the loan in relation to the value of the eollat

accountanbr public accountant. eral pledgedas security and the credit standing of the certified
gtljglic accountant or public accountant or his or her firm.

2. If the close kirs financial interest in a certified public
accountant’or public accountarg’client is material in relatien
shipto the kins net worth, a third party could conclude that th
certified public accountand’ or public accountarst’objectivityis

3. The presumption that the appearance of independenc
impaired would also prevail where a close kin has an important 2- Repayment terms.

role or responsible executive position (e.g., direathref execu 3. Interest rate, including “points.”

tive or financial oficer) with a client. 4. Requirement to pay closing costs in accordance with the
4. Geographical separation from clos@ and infrequent lender’susual practice.

contactmay mitigate such impairment except with respect to: 5. General availability of such loans to the public.

~a. A partner participating in the engagement or located in an 6. Related prohibitions prescribeg certain state and federal
office participating in a significant portion of the engagement, agencieshaving regulatory authority over financial institutions.
b. A partner in thesame dice or one who maintained close (f) The effect of actual or thateneditigation on indepen
personal relationships with partners participating in a significagénce. Rule of conduct s. Accy 1.101 prohibits the expression of

portion of the engagement, anopinion on financial statements of an enterpuiskess a ceri
c. A partner who, as a result of his or her administrative §ed public accountandr public accountant and the certified pub
advisorypositions, is involved in the engagement, or lic accountansg or publicaccountans firm are independent with

d. A staf member participating in the engagement or locatdgspPectto the enterprise. In some circumstances, independence

in an ofice participating in a significant portion of the engageMay be considered to be impaired as a result of litigation or the
ment. expressedntention to commence litigation.

5. If a certified publicaccountant or public accountant does 1+ Litigation between client and auditdn order for the auli
notor could not reasonably be expected to have knowledge of {gte fulfill the auditofs obligation to render an informed, objec
financial interests, investments and business relationships $}€ Opinion on the client comparsyfinancial statements, the rela
closekin, such lack of knowledge would serve to maintaironis 1Onship between the management of the client and the auditor
her objectivity and appearance of independence. must be characterized by complete candor and full disclosure

ds) Ei ial and busi lationshios that i regardingall aspects of the cliestbusiness operations. In addi
(ds) Inancial and businesseiationsnips that & not nor tion, there must be an abserafebias on the part of the auditor so
mally ascribed to thecertified public accountant or public

: . that the auditor can exercise dispassiopatéessionajudgment
accountant.A presumptiorthat the appearance of independencg, e financial reporting decisions made by the management.
is impaired would not normally arise from the finandfderests \ypenthe present management of a client company commences,
andbusiness relationships of remote kimcles, aunts, cousins, o eynresses an intention to commence, legal action agh@st
nephewsnieces, other in-laws, and other kin who are not closg, jtor the auditor and the client management may be placed in
Thefinancial interests anlusiness relationships of these remmﬁdversarypositions in which the managementillingnessto

kin are not considered eithdirect or indirect interests ascribedmake complete disclosure arttie auditors objectivity may be
to the certified public accountant or public accountant. Howev%rffectedby self-interest.

the presumption of no impairment with remote kin would be 1m. Guideli For th tined ab ind
negatedf other factors indicating a closeness exist, such as living ~M- “UIGEINES. +or (né reasons outined above, InGepen
ncemay be impaired whenever the auditor and the atslitt

in the same household with tbertified public accountant or pub i it " in threatened tual .
lic accountant, having financial ties, or jointly participating iff"tcompany orits management are in threéateéned or actua’ posi
tions of material adverse interests by reason of actuatended

otherbusiness enterprises. O - ! ) -
d ified publi bl litigation. Because of the complexity and diversity of the situa
(dx) Summary.Certified public accountants public accOURt  {jons of adverse interests which may arise, howeves difficult

antsmust be aware that it is impossible to enumerate all circugy prescribe precise points at which independence may be
stancesvherein the appearance of independence mighube i pajred. The following criteria are ééred as guidelines:
tioned by third parties because of family relationships. In

situationsinvolving the assessment of relationships with both & The commencement of litigation by the present manage
close and remote kin, certified public accountants or publi'@em. alleging deficiencies in audit work for the client would be
accountantsmust consider whether geographigaioximity, consideredo impair independence. _ _
strengthof personal and other business relationships and other b. The commencement of litigation by the auditor against the
factors— when viewed together with financial interestgjires ~ Presentmanagement alleging management fraud or deceit would
tion — would leada reasonable observer to conclude that tH€ considered to impair independence.

specifiedrelationships pose an unacceptable threat todt#ied c. An expressethtention by the present management to-com
public accountans or public accountamstobjectivity and appear mencelitigation against the auditor alleging deficienciegumit
anceof independence. work for the client is considered to impair independence if the
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auditorconcludes that there is a strong possibility sah a claim affected.Theyshould be examined carefullyowevey since the
will be filed. potentialfor adverse interests may existhe auditor alleges, in

d. Litigation not related to audit work for the cligmthether theauditors defense, fraud or deceit by the preseabhagement.
threatenedbr actual) for an amount not material to the certified 3m. Client. If the real party imterest in the litigation (e.g.,
public accountans’ or public accountarst'firm (Because of the theinsurance company) is also a client of the auditor (“the plaintif
complexitiesof litigation and the circumstances under which iclient”), the auditors independence with respect to the pldintif
may arise, it is not possibl® prescribe meaningful criteria for client may be impaired if the litigation involves a significaisk
measuringmateriality; accordinglythe certified publi@ccount of a settlement or judgment in an amount which would be material
antor public accountant should consider the natdithe contre  to the certified public accountastor public accountang’ firm
versy underlying the litigation and all other relevant factors ikBecauseof the complexities of litigation and the circumstances
reachingajudgment.), or to the financial statements of the cliettnderwhich it may ariseif is not possible to prescribe meaningful
companywould not usually be consideredafect the relation ~ Criteriafor measuring materiality; accordingiyre certifiedpubr
ship in such a way as to impaidependenceSuch claims may lic accountant or public accountant should consider the nature of
arise, for example, out of disputes as to billings for servicedjecontroversy underlying the litigation and all other relevast

resultsof tax or management services advice or similar mattef®rsin reaching a judgment.) or to the financial statementiseof
2. Litigation by security holders. Thauditor may also plaintiff client. If the auditor concludes that such litigation is not

becomeinvolved in litigation (“primary litigation”) in which the mfﬁﬁgﬁgﬁ éggglﬁégmgli'se%?%gziiu ddlttﬂz gLn;it%rrlirﬁgﬂls dt::gver
auditorand the client company or its management are defendaii{s; - P h
Suchlitigation may arise Ff)or )e/xample whgn one or more stoc less ensure that professional persoassigned to the audit of

holdersbring a stockholders’ derivative action or a so-calle Itw:rmf the 2 clients have no involvemesith the audit of the
“classaction” against the client company or its management, its =~ - . . . .
officers, directors, underwriterand auditors under the securitiesb 4. Effects of impairment of independence. If the auditor
laws. Such primary litigation iritself would not alter fundamental P€liévesthat the circumstances would lead a reasondtgon
relationshipshetween the cliertompany or its management and'@ving knowledge of the facts to conclude that the actual or
auditorandtherefore should not be deemed to have an advef@fgndediiigation poses an unacceptable threat to the atlitor
impacton the auditds independence. These situations should adependencand the auditor shouleither disengage himself/
examinedcarefully howeversince the potential for adverse inter N€rself to void the appearance that the audsgoself-interest
estsmay exist if cross—claims are filed against the auditor allegi%?md affect the auditds objectivity or disclaim an opinion

S

thatthe auditor is responsible for any deficiencies or if the auditBF cause®f lack of independence psescribed by section 517 of
allegesfraud or deceit by the present managementdafense. atemenbn auditing standards no. 1. Such disengagement may

In assessing the extent to which theditors independence may _takerghel-’efg;m e(z)r]:Jﬁlggrgig(l)tﬂiro%eﬁﬁfg)?sglzsg%:t:j\(ljelz\r/]\l(t)rrwléthz(:rr:ies
be impaired under these conditions, the auditor should consid2Prod .p . 9 ) i - - .p :
the following additional guidelines: 5. Termination of impairment. The conditions giving rise to
alack of independence are usualiminated when a final reselu

tion is reached and the matters at issue no loafieet the rela

ie:]gtehrgir\l/tgrr]tag]y ao;(uI:z rglfg\t,grééodg:;?;?g; ?nrlﬂgt t?i rltfﬁ%;]tirgr?re% onshipbetween auditor and client. The auditor should carefully
T . P review the conditions of such resolution to determine that all
(or, in lieu of cross—claims, agreements to extend the statute.

T . . impairmentsto the auditdis objectivity have been removed.
limitations) would not normally &ct the relationship between . . o . .
en B Actions permitted while independence is impaired. If the

ditorwas independent when the audisoreport was initially
{ighderedthe auditor may re-sign such report or consent to its use
ata later date while the auditerindependence is impaired pro

|dedthat no post-audit work performed by such auditor during

e period of impairment. Theerm “post-audit work”, in this
context,does not include inquiries of subsequent auditors, reading
I% subsequent financial statements, or such procedures as may be
nécessaryo assess thefett of subsequently discovered faots

a. The existence afross—claims filed by the client, its man

certified public accountargtor publicaccountans firm (Because
of the complexities of litigation and the circumstances und
which it may arise, it is not possible to prescribe meaningful-crit
ria for measuring materiality; accordinglthe certified public
accountanbr public accountant should consider the nature of t

controversyunderlying the litigation and all other relevéattors A . . .
in reaching a judgment.) or to the financial statemefise client. itgseuggﬁan;é?tl statements covered biye auditors previously

b. The assertion of cross—claims against the auditor by under o .
. : - : : (9) Application of s. Accy 1.101 togdessional personnellhe
writerswould not usually impaiindependence if no such clalmsterm “a person” as used in the first sentence of s. Atdpl

areasserted by the company or the present management. means
c. If any of the persons who file cross—claims against the audi 1. All partners or shareholders in the firm and
tor are also dicers or directors of other clients of the auditbe

auditor’'sindependence with respect to such other clismtsid . 2- All full-time and part-time professional employees,
not usually be impaired. includingthose employeegualified in other professions, partici

3. Other third—party litigation. Another type of third—partygitilgr?iH}C;mte ggg%%e(r)?tteﬁé %rnlgo;:gé%jelrr:t.ahwf participatingn

!'“9?‘“9“ against the_aUdltor r_nay be CommenCEd by a Iendmg-listory: Cr. RegisterJune, 1974, No. 222 fef-1-74; cr(2), Register Decern
institution, other creditarsecurity holder or insurance compan;z?[ri 1%4, lzlzo).(2§8|,?éf;-lt—]75; cr(’i)g (7d7) %egi;é%n:gf%rular%lgma No. 2(11)2 écfi

who alleges reliance on financial statements of the cliefitl-76cr (2) (€), Registedanuaryl977, No. 253, &f3-1-77:r. and recr(1) an
examinedby the auditor as a basis for extending credit or NSU e ance o () (o) Hogisieouhy 1030, No. 200 &f 8ra280) coedions
ancecoverage to the client. In some instane@sinsurance com madeunder s. 13.93 (2m) (b) 1. and 5., Stats., Registerch, 1993, No. 447.
panymay commence litigation (under subrogation rights) against

the auditor in the name of the client to recover losses reimbursedAccy 1.102 Integrity and objectivity . No person

to the client. These types of litigation would not normalfiect  licensedto practice as a certified publaccountant, or public
the auditor's independence with respect to a client who is eithaccountantas defined in the statutes, shall knowingly misrepre
notthe plaintif or is only the nominal plainfif since the relation sentfacts, and when engaged in the practice of public accounting,
ship between the auditor and client management would not ineluding the rendering of tax and management advisory services,
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shallnot subordinate his or her judgmémbthers. In tax practice, bility to exercise sound judgment in applying such knowledge to

amember may resolve doubt in favor of the client as long as theachengagement.

is reasonable support for that position. (c) The certified public accountant or public accountant may
History: Cr. RegisterJune, 1974, No. 222,fe7-1-74; corrections made under hayethe knowledge required to complete an engagement profes

5.13.93 (2m) (b) 5., Stats., Registsfarch 1993, No. 447. sionally before undertaking it. In marpases, howeveadditional
Accy 1.103 Disclosure of interest.  As to disclosuref rei??é%ﬂh?gsnlgggmm O'II'?I?STS drc:]:sy ggd?ne;r(ﬁflsggrgggﬂg ;he

interestin corporation reported on, s. 442.10, Stats., is controlling: | ’
History: Cr. RegisterJune, 1974, No, 222 fef~1-74. nIg)ck of competence, but rather is a normal part of the professional

conductof an engagement.

Subchapterlll — Competence and Technical (d) Howeverif a certified public accountant or pubéiccount
Standards antis unable to gain sfi€ient competence through these means,

he or she should suggest, in fairness to the client and the public,

Accy 1.201 General standards (1) All persons the engagement cfomeone competent to perform the needed ser
. : . o T yice, either independently or as an associate.
licensedto practice as a certified public accountant or publi History: Cr. RegisterJune, 1974, No. 222.fef—1-74: cr (2), Register Decern

accountantas defined in the statutes, shall complth the fob  per,1974, No. 228, é11-1-75; rand recr(1) and am. (2) (a), Registduly 1979,
lowing general standards as interpreted by bodies designatediy83, ef. 9-1-79; (1) (e) renum. from Accy 1.204 (2) ., Registerduly,
the American institute of certified public accountants council, ang&Nc,29% et 8 1-80; corrections made under s. 13.93 (2m) (b) 1., Stats.- Regis
mustjustify any departures therefrom. ' ' o

(a) Professional competencé\ certified public accountantor ~ Accy 1.202 Auditing standards. (1) A person licensed
public accountant shall undertake only those engagemdrith  to practice as a certified public accountant or public accountant,
the certified public accountant or public accountant or the firm ca defined in the statutes, shall not permit the certified public
reasonablyexpect to complete with professional competence. accountant'sor public accountard’name to be associated with

(b) Due pofessional cae. A certified public accountant or financial statements in such a mannetasnply that the certified
public accountant sha#ixercise due professional care in the pepublic accountant opublic accountant is acting as an independent
formanceof an engagement. public accountant unless the certified public accountant or public

(c) Planning and supervisionA certified public accountant accountanhas complied with the applicable generally accepted
or public accountant shall adequately plan and supervise ?Hdltmgstandards promulgated by the Amerigastitute of certi
engagement. ied public accountants. Statements on auditing standards used by

(d) Sufficient elevant data.A certified public accountant or the American institute of certified public accountants auditing

public accountant shall obtain $iefent relative data to &rd a standardexecutive committee are, fpurposes of this rule, con

: . ; : . sideredto be interpretations of the generally accepted auditing
{g?nogigg%ﬂfeﬁr conclusions or recommendations in relatiq andardsand departures from such statements must be justified

(e) Forecasts. A certifiedpublic accountant or public account by those who do not follow them.
ant shall not permit the certified public accountamt public . C%)Si\llgtgrr%rgtsa?c())llrgs\?\;s. Accy 1.202, not intended to be all-
accountant'siameto be used in conjunction with any forecast of’ - ) o .
future transactions in a manner which may lead to the bisif (&) Section Accyl.202 does not preclude a certified public

the certified public accountant or public accountant vouches fgpcou_ntanb_r public accountant from associating with the unau
the achievability of the forecast. ited financial statements of clients. Thale states in part that

1. Interpretations of pafe), not intended to be all-inclusive, . Person licensed to practice as a certified public accountant,
areas follows: ' 'or public accountant, as defined in the statutes, shall permit his
) " » . her] name to be associated with financial statements in such a

a. Paragraph (e) does not prohibit a certified public aceoumhanneras to imply that he she] is acting as an independent public
antor public accountant from preparing, or assisting a client in thgcountantinless he she] hasmplied with thepplicablegener

preparationof, forecasts of the results of future transaction;»‘,“y accepted auditingtandards promulgated by the American
Whena certified public accountaator public accountaisthame |nstitute of Certified Public Accountants.”

is associated with such forecasts, there shall be the presumption; -, ; ; - S ; o
. - . In applying this provision to situations in which a certified
thatsuchdata may be used by parties other than the client. -The, Siblic acc%ﬂ%ta%ﬁ or ppublic accountanst' name is associated

I%rr?' fggg':ﬁ:jof#éemrg‘ﬁt gsesmr?]dﬁoonf;hn‘: ;C?;rg‘atigf trhee g;got.ro ith unaudited financial statements, it is necessary to recognize
onu ; umpti : preparation O e standardsvere specifically written to apply to audited

the statements and analyses, and character of the work perforrmef cial statements. The fourth reporting standard, howeuees
by themembeyand the degree of the responsibility he or she tlﬁadesuificiently broad tobe applicable to unaudited financial

taking. _ ) statementss well.
(2) Interpretationsof s. Accy 1.201, not intended to be all- 2. The fourth Reporting Standard states in part;

inclusive,are as follows: u ; . X .
’ ... Inall cases where an auditemame is associated with

acég)pt s/; S?g}gissdioﬂg?'é%gggg?nngﬁﬁmq;ﬁ22%%%%?;gtfgﬁg";‘gs fiﬂgncial statements, the report should contain a clear—cut indi
necessary competenttecomplete the engagement according té:slpc)):n?icbtihlifyahugIitsofaek)i(r?;?’matlon if any, and the degree of

professionaktandards, applying the certified public accounsant
or public accountans’ knowledge and skill with reasonable care 3. Those sections @tatements on Auditing Standaand
and diligence, but the certified public accountant or publitelatedguides which deal withunaudited financial statements
accountantdoes not assume a responsibility for infallibility ofprovide guidance to certified public accountants gmablic
knowledgeor judgment. accountantassociated with such statements.

(b) Competence in the practice of public accounting involveg!Sto: C gjgisé?ﬂ‘i’l%l_?;‘;‘d’\‘r"écf(zlz)'fgzils‘t7‘r‘jjr (2), Registerebr

boththe technical qualifications of the certified public accountagti-79." = ' gty T

or public accountant and his or her &tafd the ability to supervise

and evaluate the quality of the work performed. Competence Accy 1.203 Accounting principles. (1) No person
relatesboth to knowledge of the professisrstandardstech licensedto practice as a certified publaccountant, or public

niguesand the technical subject matter involved, and to the cagacountantas defined in the statutes, shall expegsspinion that
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financial statements are presented in conformity wgigimerally 9-1-79;renum. (2) to be Accyl.201 (1) (e), Registeduly 1980, No. 295, éf
acceptedaccounting principles if such statements contain a y 180
departurdrom an accounting principle promulgated by the body Accy 1.205 Accounting standards. The following

designatedby thecouncil of the American institute of certified g5 ardef the accounting profession shall be used by certified
public accountants to establish symiinciples which has a mate rPUb"C accountants in istonsin:

rial effect on the statements takenaawhole, unless he or she ca (1) Thestatements oauditing standards issued as of June 1
demonstrateéhat due to unusual circumstances the financial-sta 01by the auditing standards board of the American instifiite

mentswould otherwise have been misleading. In such ches certified public accountantand published as Al@Pprofessional

report must describe the departurhe approximate &dcts - = = .
thereof,if practicable.and the reasons why compliance with th§i2ndardsyolume 1 by the American institute of certified public
accountants, inc., Nework, New York is incorporated by refer

principle would result in a misleading statement. enceinto this section.

incﬁ)s“l/r;tgrr%rgt'sa}g)lros\?vfs.s. Accy 1.203, not intended to be all- (2) The statements ostandards for accounting and review
' ) . . . servicesissued as of June 1, 2001 by the accounting and review
(a) Departures from established accounting principles. s. Acg¥rvicescommittee of the American institute of certified public
1.203was adopted to require compliance with accounting prigccountantsnd published as Al@Pprofessional standardeol-
ciples promulgated by the body designated by councithef yme2 by the American institute of certified public accountants,

American institute of certified public accountants to establisfhc., New York, New York is incorporated by reference into this
suchprinciples. There is a strong presumption that adherencestqtion.

officially established accountingrinciples would in nearly all 3y g statement on standards for attestatmgagements
instancegesult in financial statements that are not m'5|ead'ngissuedas of June 12001, by the auditing standards board, the
(b) Howeverin the establishment of accounting principles idccountingand review services committee, and the consulting
is difficult to anticipate all of the circumstances to whafth servicesexecutive committee of the American institutecefti
principlesmight be applied. This rultherefore recognizes thatfied public accountants and published as MCprofessional
uponoccasion therenay be unusual circumstances where the listandardsvolume 2 by the American institute of certified public
eral application of pronouncements on accounting principlegcountants, inc., Nework, New York is incorporated by refer
would havethe efect of rendering financial statements misleadenceinto this section.
ing. In such cases, the proper accounting treatment is that whidkiote: Copies of the Statements described above may be purchasethéom

will render the financial statements not misleading. Americanlnstitute of Certified Public Accountants, 1I2Avenue of the Americas,
. . R New York, NY 10036-8775.
(c) The question of what constitutes unusual circumstances asote: Copies of the Statements described above are on file inftbesadf the

referredto in s. Accy 1.203 is a matter of professional judgmemntcountingExamining Board, the Secretary of State, and the Revisor of Statutes.
involving the ability to support the position that adherenca to History: CR 01-133: crRegister October 2002 No. 562, afl-1-02.

romulgatedorinciple would be regarded generally by reasonable A .
gersongas pﬂduc?ng a misleadin% resultg il SubchapterlV — Responsibilities to Clients

(d) Examples of events which may justify departures from a accy 1301 Confidential client information. (1) No
principle are new legislation or the evolution of a new form ofersonlicensed to practice as a certifipdblic accountant, or
businesgransaction. An unusual degrefemateriality or the exis nplic accountant, as defined in the statutes, shall disclose any
tenceof conflicting industry practices are examples of C'r.e“"ﬁonfidentialinformation obtained in the course of a professional
stancesvhichwould not ordinarily be regarded as unusual in tk@ngagemenexceptwith the consent of the client or through the
contextof s. Accy 1.203. dueprocess of law

(e) Council of the American institutef certified public (2) This rule shall not be construed:
accountantss authorized under s. Accy 1.203 to designate a body (a) To relievesuch a person of the obligation under ss. Accy
to establish accounting principlasd has designated the financiah 202and 1.203 )
accounting standards boardas such bodyThe accounting ™ o . . .
examiningboard also has resolved that financial accounting stan (°) T0 afect in any way compliance with a validly issued-sub
dards board statements of financial accounting standard€naor summons enforceable by order of a court, _
togethemwith those accounting research bulletins and accounting (¢) To prohibit review of such persors professional practices
principlesboard opinions which are not superseded by action @f & part of voluntary quality review under authorizatiorthef
the FASB, constitute accounting principles as contemplated in @mericaninstituteof certified public accountants or thasson-
Accy 1.203. sin society of certified public accountants or

(f) In determiningthe existence of a departure from an (d) To preclude a certified public accountant or puaticount
accounting principle established by a statement fofancial ~antfrom responding to an inquiry matg the ethics division of
accountingstandards, accounting research bulletin or accountilggal board of American institute of certified public accountants,
principles board opinion encompassed by s. Accy 1.203, ty duly constituted investigative or disciplinary body of a state
accountingexamining board will construe such statement, bull&-PA society or under any state statutes.
tin or opinion in the light of any interpretations thereof issued by (3) Membersof the ethics division and trigtoard of the
the financial accounting standards board. merican institute of certified public accountants and prefes

History: Cr. RegisterJune, 1974, No. 222,fe7-1-74; cr(2), RegisterDecem  Sional practice reviewers under American institute of certified
ber, 1974, No. 228, &f1-1-75; corrections made under s. 13.93 (2m) (b) 5., Statpublic accountants authorizationr their state society counter
RegisterMarch, 1993, No. 447. parts,shall not disclose any confidentidient information which

. comesto their attention from such persons in disciplinary- pro
_ Accy 1.204 Other technical standards. A person ceedingsor otherwise in carrying out theirfifial responsibiki
licensedto practice as a certified public accountant or publiges However this prohibition shall not restrict the exchange of
accountantas defined by the statutes, shall comply with oth@kformation with an aforementioned duly constituted investiga
technical standards promulgated by bodies designatedhby tjye or disciplinary body
American institute of certified publicaccountants council to : ; _
establishsuch standards, and departures therefrom must be juﬂéj)si\llgtgrr%rgtsa}&r?v)vg?' Accy 1.301, not intended to be all

fied by those who do not follow them. ) o . .
History: Cr. RegisterJune, 1974, No. 222 fef-1-74; cr(2), RegisterDecem (a) Confidential information and technical standar The

ber, 1974, No.228, ef. 1-1-75; r and recr(1), RegisterJuly 1979, No. 283, &  prohibition against disclosure of confidential information
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obtainedin the course of a professional engagement does not(k) “Review” meango perform an inquiry and analytical pro
applyto disclosure of sucimformation when required to properly ceduresthat permit a certified public accountant or public
dischargehe certifiedpublic accountars’or public accountarst’ accountanto determine whether there is a reasonable basis for
responsibilityaccording to the professi@nstandards. The pro expressindimited assurance that there are no mateniadlifica:
hibition would not applyfor example, to disclosure, as requiredionsthat should be made financial statements in order for them
by section 561 of Statement on Auditing Standards No. 1, ef sub be in conformity with generally accepted accounting principles
sequentdiscovery of facts existing at the date of the auditoror, if applicable, with another comprehensive basaoabunting.
report which would have #&cted the auditos report hadhe (2) CoNTINGENTFEES. Except as provided in sub. (3)certi
auHQ|torbe(:erl1?awar<Ja of Sll;(;:l 'f\laC';SZ-Zf 17 cr (8, Registerd fied public accountant or public accountant rehgge a contin
istory: Cr. RegisterJune, 1974, No. 222.fef-1-74; cr(4), RegisterDecem entfee provided the accountant and the client make a contingent
%%Bﬁgﬁmgféh2’leg'gésf’ll:ltjifo"em'ons made under s. 13.93 (2m) (b) 5., Stal§se agreement in writing, signed by the clienfiich states the
methodby which the fee is to be determined and describes all costs
Accy 1.302 Contingent fees, commissions and andexpenses to be clgad to the client. Upon conclusion of the
contingentfee matterthe accountant shall provide the client with

referral fees. (1) DerINITIONS. As used in this section: : :
“Attest service” means anv audit. any review of a financi ahwrltten statement showing the fee and all the costs and expenses
(@) y » any Zhargedo the client.

statementpr any compilation of a financial statement when the (3) CERTAIN CONTINGENTFEESPROHIBITED. No certified public

certified public accountant or public accountant expectsear - ) )
sonablymight expect, that a third party will use the compilatiorrfccoumamor public accountant may receive a contingent fee

andthe certified public accountant or public accountant does é)?m any person for whom the accountpatforms attest services

; : oo ingthe period of the attest services engagement or the period
disclosea lack of independence, or aeyamination of prospec uring T . . . ;
tive financial information. coveredby any historical financial statements involved in the

“ - N ' . a}ttestservices.
(b) “Audit” means an examination of financial statements o

o ! - (4) Commissions. Except as provided in sub. (5), a certified
goﬁn%rjgtgo?z :ng:ggiggbxﬁhagzzg?;ﬁgta%rcgggg :Sg%ltgampublic accountanbr public accountant may receive a commission

dards,to determine whethgin the opinion of the certified public providedthatat .the time the (eferral or recommendation is made,
accou’ntantor public accountant, the statements conform wi he accountant informs the client in writing of tamount and rea

generallyaccepted accounting principles drapplicable, with onfor the commission. o .
anothercomprehensive basis of accounting. (5) CERTAIN COMMISSIONS PROHIBITED. No certified public

B o . accountanbr public accountanhay receive a commission from
(c) “Commission” means compensation, exceptferral fee,

) > ! any person for whom the accountant performs attest services, or
for recommending or referring any product or serecbe SUP  may receive a commission for any products or sengodto any
plied by another person.

) = ] ) ., personfor whom the accountant performs attest services, during
~ (d) "Compilation of a financial statement” means a presentghe period of the attest services or the period covered by any his
tion of information in the form of a financial statement that is therical financial statement involved in the attest services.
representationf anyother person without the undertaking of the g) RererraLFeES. No certified publicaccountant or public
certified public accountant or public accountant to express ag¥countantnay receive a referral fee unlessailthe following
assurancen the statement. apply:

(e) “Contingent fee'means a fee established for the perfor (a) The accountant who accepts the referral fee discloses to the

manceof anyservice according to an arrangement in which no fefient, in writing, atthe time the referral is made, the amount of
will be chaged unless a specified finding or result is attained, @hdreason for the referral fee.

in which the amount of the fee is otherwise dependent upon they,) The accountant whpays the referral fee discloses to the

finding or result of such service. _ client, in writing, within 30 days after the referral is made, the
() “Examination of prospective financial informatiomieans amountof and reason for the referral fee.

anevaluation by a certified public accountant or public account (7y Exceprions. This sectiorshall not prohibit payments for

antof a forecast or projection, the support underlying the assumRe purchase oén accounting practice or retirement payments to

tionsin the forecasor projection, whether the presentation of thg,qjyidualsformerly engaged in the practice of public accounting
forecastor projection is in conformity with professional presentayr payments to their heirs or estates.

_tion_gUide“r]eSDr‘ whether the ass_umptions in the forecast_or Pro History: Cr. RegisterJune, 1974, No. 222 fef-1-74; rand recrRegisterFeb
jection provide a reasonable basis for the forecast or projectiomary, 1990, No. 410, éf3-1-90.

(g) “Forecast” means a prospective financial statertteatt . T .
presentsto the best othe responsible party’knowledge and SubchapterV — Other Responsibilities and Practices

belief, an entitys expectedinancial position, results of opera Accy 1.401 Acts discreditable.

tions, and changes in financial position or cash flows that afg -4 tice am certified public accountant, or public accountant,

basedon the responsible parsyassumptions reflecting cordi o5 qefined in the statutes, shall commit an act discreditable to the
tionsit expects to exist and the course of action it expects to tak8.roccion.

(h) “Person” means any natural person, corporation, partner (2) |nterpretationsof s. Accy 1.401, not intended to be all-
ship, unincorporated association, or other entity inclusive,are as follows:

(i) “Projection” means a prospective financial statement that () Client's recods and accountarstworkpapers.Retention
presentsto the best othe responsible par’knowledge and of client records after a demand is made for them is an act discred
belief, given one or more hypothetical assumptions, an esititytapleto the profession in violation of s. Accy 1.401. It would be
expectedinancial position, resultsf operations, and changes ina violation of the code to retain a clientecords to enforce pay
financial pOSItIOﬂ orcashflows that are based on the resp0n3|b|ﬁ]ent_A certified pub“c accountarst’or pub“c accountamstwork
party’s assumptions reflecting conditions it expects would exXifig papers are hisr her property and need not be surrendered to
andthe course of action it expects would be taken given sug{g client. Howeverin some instances working papers will €on
hypotheticalassumptions. tain datawhich should properly be reflected in the clisritboks

() “Referral fee” means compensation for recommending andrecords but which for convenience have not been duplicated
referring any service of a certified public accountant or publitherein,with the result that the cliesttecords are incomplete. In
accountanto any person. suchinstances, the portion of the working papers containing such

(1) No person licensed
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dataconstitutes part of the clieat’ecords, and copies should bewvhetherit be in his or her own behalf or in behalf of a client, the
madeavailable to the client upon request. If a certified publicoardwill initiate chages in every instance.
accountantor public accountant is engageal perform certain 3. On conviction of a misdemeanor the circumstances of
work for a client and the engagement is terminated prior to tgich substantially relate to thgractice of accounting the board
completionof such work, the certified public accountant or publigill review the circumstances and the nature of the act resulting
accountants required to return or furnish copies of only thosgn conviction. Each such situation will be considered bybtherd
recordsoriginally given to theeertified public accountant or pub asan informalcomplaint. The minutes of the board will reflect the
lic accountant by the client. Examples of working papers that d&gt of review and the resulting disposition of the informal eom
consideredo be the cliens records would include: plaint. Such convictions that are professionally related and related
1. Worksheets in lieu of books of original entry (e.g., listing®® good moral character can liee basis for bringing formal
anddistributions of cash receipts or catitbursements on colum chargesand subsequent board action.
narworking paper). 4. On conviction forfailure to act with integrity and trustwor
2. Worksheets in lieu of general ledgersubsidiary ledgers, thiness with_ informat_ion qoroperty of others, the board will initi
suchas accounts receivable, job cost and equipment ledgersaigchages in every instance.
similar depreciation records. (bm) A certified public accountant or public accountant shall
3. All adjusting and closing journal entries and Supportingoti]‘y the board in writing within 60 days after being convicted of
details. (If the supporting details are not fully set forth in thé Crime.
explanationof the journakentry but are contained in analyses of (c) Receiving feefor services not performedlhe deliberate
accountdn the accountarg’working papers, then copiessafch receiptandretention of a fee from a client for services not per
analysesnust be furnished to the client.) formedwhen the client has been given reason to believe that there

4. Consolidating or combining journal entries and worksheetgould be performance, or the withholding of services and receiv
andsupporting detail used in arrivingfatal figures incorporated ing a retainer or fee when the services agreed upon have know
in an end product such as financial statements or tax returns.ingly been withheld, are acts discreditabléte profession. (The

. . amountor rate of chaye for services is a contractual matter
(am) Working papers.Any working papers developed by th o : ;
certified public accountant or public accountant incident to t etweerthe certified publi@ccountant or public accountant and

) . e client, andexcept as related to the provision, the board does
perfo_rma'nceof an engagement_whlch do not result in changes Bt have authority to set or regulate fees or for taking jurisdiction
the client’s records or are not in themselves part of the recordS. | ch matters. The term “services not performed” means situa
ordinarily maintained bysuch clients are considered to be S°|e|}fonsin which thé actual work for which paymentéseived is not
“accountant'sworking papers” and are not the property of the cliy, o )

ent,for example: o . o
P (d) Discrimination in employment practice®iscrimination

kl' Tthe certified lpubllc ?_ccounttant or F:ﬁbl'c accountzitnt fm%seobn race, colomeligion, sex, age or national origin in hiring,
tmha e?x f_nswe g.'ga ySes do |nve|r51 ory _c;r 0 erl acco?lausa bo promotion or salarpracticess presumed to constitute an act dis
e selective audit procedures. Even if sacfalyses have beencreitapleto the profession in violation of this section.
preparecby client .personnel at the request of the certified p_Ub"CHistory: Cr. Register June, 1974, No. 227, -1-74; cr (2), RegisterFebruary
accountanbr public accountant, they nevertheless are considernsds,No. 242, ef 4-1-76; am. (2) (b)Register July, 1979, No. 283, &f9-1-79;

i enum.from Accy 1.501 and am. (2) (intro.) (a) and (b),(2) (d) and (e), Register
to be part of the accountasitvorking papers. Only to the extent(FibiTaeamy B e B A, T oy ittt and.do) () 4. Registenpri,
suchanalyses result in changesthe clients records would the 1951 No. 304, ¢ 5-1-81; am. (2) (d), renum. (2) (e) to be Accy 1.402 (2) (e), Regis
certified public accountant or public accountantreguired to fur  ter, June, 1982, No. 318,fe?-1-82; cr (2) (bm), RegisterApril, 1985, No. 352,
nishthe details from the working papers in supmdrthe journal 571785

entriesrecording such changes, unless the journal entries-them o o
selvescontain all necessary details. Accy 1.402 Advertising or other forms of  solicita -

(an) Duty dischaged. Once the certiiegublic accountant or 240 12 ReTAH P REE SEEot el B PO St oot ot
public accountant has returned the cliemécordsor furnished the leadindor deceptive ’ ’
copies of such records and/or necessary supporting data, {Hg ) gor deceptive. , .

! h N . . o istory: Cr. RegisterJune, 1974, No. 222 fe7-1-74; cr(2), RegisterDecem
obligationhas been dischged inthis regard and it IS NOt NEEES per, 1974, No. 228, &f1-1-75; rand recr(2) (a), (g), () and (), Registéfebruary
saryto comply withany subsequent requests to again furnish sug$v6,No. 242, e 4-1-76; rand recrRegister July, 1978, No. 271, &f9-1-78;
records renum.from Accy 1.502 and am. (2) (intro.), Registéuly, 1980, No. 295, é&f

' . . . . 8-1-80;am. (1) and (2fc), (2) (e) renum. from Accy 1.401 (2) (e), Regislene,

(ao) Copies to the clientlf the certified public accountant or 1982,No. 318, eff 7-1-82; r and recrRegisterApril, 1986, No. 364, éf5-1-86.
public accountant has retained copiés clients records already
in possessionf the client, the certified public accountant orpub Accy 1.404 Incompatible occupations. (1) A person
lic accountant is not required to return such copies to the cliemthois engaged in practice as a certified puaticountant, or pub

(b) Conviction of a crime.Conviction of a crime the circum liC accountant, as defined in the statutes, shall not concurrently
stancesf which substantially relate to tigeactice of accounting €ngagen any business or occupation which would createra
is an act discreditable to the profession in violatidrs. Accy flict of interest renderlng professpnal services. _ _
1.401.As enumerated belgwhe board shall act as follows: (2) Interpretationf sub. (1)not intended to be all-inclusive,

1. On conviction of felony the circumstances of which sub &r€as f°”°WS_: _ _ _
stantiallyrelate to the practice of accounting the board will initiate (a) Engaging concurrently with the practice of public account
chargesn every instance. ing in anybusiness or occupation inconsistent with the certified

2. On convictiorfor willful failure to file an income tax return PUblic accountang or public accountarstresponsibilities under
or other document which, the certifipdblic accountant or public the Wisconsin rules of conduct would constitute involvement in

accountans an individual is required by law to file, for filing a2" iINcompatible occupation prohibited by sub. (1).

falseor fraudulenincome tax return or other document on his or (b) The aboveproscription would apply to any business or
her or a clients behalf, or fomwillful aiding in the preparation occupationwhich:

and/orpresentation of &lse or fraudulent income tax return of 1. Detracts from theublic image of the profession, as for
aclient, or the willful making of a false representatiomamnee  example,on legal grounds, or involves conduct which would
tion with the determination, collection or refund of any taxconstitutean act discreditable to the profession, or
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2. Impairsthe certified public accountastdr public accoun public accounting mayave a financial interest in a commercial
tant's objectivity in renderingrofessional services to clients, or corporationwhich performs for the public services of a type-per

3. Inherently involves responsibilities which dikely to con ~ formedby certified public accountants or public accountants and
flict with the certified public accountastor public accountarst’  Whose characteristics do not conform to resolutions of council of

responsibilityto others arising out of the client—certified publidhe American institute of certified public accountanspvided
accountanbr public accountant relationship. suchinterest is not material to the corporations’ net worth, and the

(c) A conflict of interest exists when a certified public acceunf€tified public accountarstor public accountastinterest irand

antor public accountant or firm of such persons who are licens ?;[t'grr;_tOC:hé;g;?ﬁLaet'fgr;;SNiOLezg/f;?it_%.éc‘rn(z')méi;i?;Decem

to practice In \A_chn_sm beco_mes a_ssouated W'_th or employed BY, 1972, No. 228, éf1-1-75.r. and recr(1) (a), renum. (2) to be (3) and (@),

anonlicensed individual or firm &dring accounting, tax, @on  RegisterFebruary1976, No. 242, £f4-1-76; renum. fromAccy 1.505 and am. (3)
Itin rvi h h marilevi rtifi (intro.), Register July 1980, No. 295, &f8-1-80; am(2) (intro.) and (a), Register

sutt)l_ gse cets, stuc as éllose CUStOt T’ gV ded by cedt et?] April, 1981, No. 304, €5-1-81; am. (3) (a), Registelune, 1982, No. 318, fef

public accountants or public accountants, Imanner and WIth - 7_1_g2:am(2), RegisterJuly 1983, No. 331, &8-1-83; am. (1) (intro.) and (a),

representatior implication thathird parties could interpret or RegisterJanuary1985, No. 349, &2-1-85; r (1) (b), RegistefFebruary1990, No.

ifi i i 10, eff. 3-1-90; am(1) (a), RegisterFebruary1992, No. 434, &f3-1-92;r. and

concludethatcertified public accountant or public accountarnt sefecrl (1) (infro.). Registeiiay, 1904, No. 461 &16-4-04.

vicesare performed or dred by both the nonlicensaaividual

or firms and the certified public accountant or public accountant.

A conflict of interest also exists if the services of the licensed certi ACCY 1.406 Practice while suspended. ~ No person who

fied public accountant or public accountant or firm of such pel® licensed to practice as a certified public accountant, or public

sonscan be influenced or decisions altered by the noncertifi@ﬁcﬁumamas defined_fi_n éhetslt_utes, who has El‘.ae” suspended,
associater employer shallpractice as a certified public accountanpublic accountant

. . . - . uring the period of such suspension.
(d) A CC_)nflICt of interest ex!sts Wh_en a certified _pUbI_IC accoung History: Cr. RegisterJune1974, No. 222, &f7-1-74; renum. from Accy 1.506,
antor public accountant who is not licensed permits his or her stagister,July, 1980, No. 295, &f8-1-80.
tusas a certified publiaccountant or public accountant to be used

or publicized in a manner or situation that third parties could Accy 1.407 Communications. A certified public

assumeor conclude that certified public accountant services ag@countantshall, when requested, respond to communications
beingperformed or déred by or through nonlicensed individual§rom the board within 30 days of the mailing of secmmunica

or firms. o () X tions by registered or certified mail.

History: Cr. RegisterJune, 1974, No. 222 fe7-1-74; cr(2), RegisterFebruary Hi - Cr. Regi Iy 1978. No. 271. &f9-1-78: Accy 1.507
1976, No. 242, o 4~1-76; rand recrRegisterJuly 1978, No. 271, €19-1-78; C1  pagiatarsuly 1050, No. 565, e101-50 £19-1-78; renumirom Accy 1.507,
(2), Register July, 1979, No. 283, &9-1-79; renum. from Accy 1.504, Register ’ ' ’

July, 1980, No. 295, &f8-1-80; am. (2) (intro.) and (a), Registapril, 1981, No.

304,beff- 5-1-81 cr(2),|(0) and (d), Regisggiune, 1982, No. 318,fe7-1-82; am. Accy 1.408 Ownership requirements. (1) In this see
(2) (b) 1., RegisterApril, 1985, No. 352, é5-1-85. tion “ownership interestineans any equity or voting interest in
afirm.

Accy 1.405 Form of practice and name. (1) Individu- (2) An applicant for a license as a certified public accounting

glrzg:“fggzrr?gﬂ]pgz?mﬁe?b@ (;?;tt'g?gvf ublic accountant in a%m shall demonstrate that more than 50% of the ownership inter
est of the firm is held by individuals who hold certificates or

() No person licensed to practiag a certified public account |icensego practiceas a certified public accountant issued under
ant, or public accountant, as defined in the statutes, pragtice  {ha |aws of any state or foreign country

undera firm name which is misleading as to the type ghoiza- 3) A fi ing for I ts th hi .
tion. However names of one or more past partners or sharehold (3) A firm applying for licensure meets the ownership require
Sntunder sub. (2) in the following circumstances:

ersmay be included in the firm name of a successor partnersHi ) ) ) X
or corporation, provided that such persons were licensed or eligi () If the applicant is a sole proprietorship dnel owner holds

ble to be licenseéh accordance with requirements for all partner.g certificate and license to practlce as a certified pUbllC accountant
or shareholders of the successor partnership or corporation. Agedunder the laws of this state.

apartner or shareholder surviving the death or withdrawal of all (b) If the applicant is @anized as a service corporation and
otherpartners oshareholders may continue to practice under timorethan50% of the voting rights are held by individuals who are
partnershipor corporation name for up to 2 years after becominggrtified public accountants.

asole practitioner or shareholder (c) If the applicant is ganized as a business corporation and
(c) A firm may not designate itself as “Certified Publionorethan50% of the voting rights are held by individuals who are
Accountants’unless all of its partners or shareholders are certifiegrtified public accountants.

public accountants. (d) If the applicant is granized as a partnership or limited

(2) No person or firm engaged in practicesasertified public liability partnership and more than 50% of the voting rights are
accountantor public accountant, as defined in ss. 442.02 ameld by individuals who are certified public accountants.
442.07,Stats., may use a business name or designation thistis  (e) If the applicant is granized as a limited liability company
leadingas to thexumber of individuals with an equity in the firm. ang more than 50% of the voting rights are held by individuals
A sole proprietor may not use a name implying multpl@er o are certified public accountants.

ship such as “& Co.” or “& Company” or “& Associates,” or . ) . . -

“Firm” or “Associates” or “Companiyand a firm with multiple (4t)hAn %pp“t(.:f‘f”g firm t‘)’v'(tg) ownersglp_tqh?ractet_rlstlcsb otthtehr
: ! : L nthose identified in sub. (3) may submit information about the

ownershipmay not use the name so that multiple ownership is rLglvenershipinterests of almembers of the firm to the board. The

disclosed A firm with multiple ownership may not imply in the ; S
firm’s name that there are owners of the firm in addition to thoggardmay determine that more than 50%fué ownership inter

specifically mentioned in the firns name when no additional €5t ©f the firm is held by individuals who hold certificates or
ownersexist. licensedo practice as a certified public accountant. In making this

. . determination the board shall consider whether ownership interest
_ (3) Interpretationsf s. Accy 1.405, not intended to be all—f 5] membersf the firm results in control and management of
inclusive,are as follows: thefirm by individuals who hold certificates or licenses to practice
(a) Investment in commeial accounting corporationA cer  asa certified public accountant.
tified public accountant or public accountant in the practice OfHistory: CR 02-052: cr Register December 2002 No. 564, eff. 1-1-03.

RegisterDecember 2002 No. 564


http://docs.legis.wisconsin.gov/code/admin_code

